
td~mmunicatiws indueky in the wake of the bwbuptcy filings of high profile d e r  

customers such a8 WorldCom and Global Crossing! However, BdSouth hat not dcmonrtnted 

that its currcnt security deposit provisions have not provided it with d c i e n t  protection or that 

thcy would not do 80 in the hlure. pad BellSouth hLJ not o t h a w i ~  demonmated c' 

that would juh@ the implcmcntaion of the pmpobed revisions. With its proposed Mff 

revisions. BellSouth seeks to UEX thc Srozy murounding catpin hnlrmptcy - the 

mart mgniiecant of which may in lage part be attributable to 6aud - an .a mwna d j d a t i o n  

for inaulPting itself 6um d business rink .ad for shifting thrt risk w t y  onto its direa 

~ ~ u a t i m e w h e n m . n y o f t b e m ~ l y c m n o t b a r t b c d d i t i o n r l b u r d c n .  

5. Indeed. tbc hift of clpitpl contsmphted by BollSouth's ptqoscd tarif6 is ahply 

not .ceoullldd for in thebusina, p b  ofia mnainiq compctrton, . mdthccxtcottowhiehmcb 

a capital nhifI d d  be supported byiaaividual curia at my point mtberrmrfulm b k@dy 

doubtful. Thac simply is m Eompclling policy -n why the cammum * 'an rbovld dow 

Bellsouth to me q u k i o n  as ammu of d m m g  or e- ita COmpcbtDn . mdinsuMog 

itself h m  virhdly my bpriua risk. 

6. BcllSouth's Direct Csrc is, in large part, mmpmsive to the igUe clct out for 

invdgntion by the Cotnmhaion in ita Dulgnclrion O&r. BcllSouth fails to proVi& my 

substantial justification or wonrble  support as to why the propod tariff rsVisim pTc 

rcasonablc or justified and, in a number of cpscs. ipom the Commirsion's specific hqukk 

related to the tariff rwisions. 



7. In puticulpr, the Competitive Codition danonmatw below that (1) Bollsouth 

has failed to providc a basis for acpsnding the scope of ita ability to damand and extract a 

security dcposit h m  its inlrmtatc lccws cwtomas. and instead  ha^ sought COmmikon 

approval to shifl the normal busincae ridr~ associatd with the ssk of h highly pfitabh acccaa 

saviccs onto ita direct competitors;’ (2) FJcllSouth ha8 failed to arpltin the rcmnablmcw of its 

security deposit ruimd provision; (3) BellSouth has failed to damrmhnte bow cmductm ‘ B  

dispute resolution arbitmiom on a M g  party pays basis docs not unfairly burden itr d m  

compctitol8 pnd is ohnviw just and rasonable; and (4) BellSouth b fiikd to m p b  bDw the 

propo&d tariff l l ~ c  mt d to BellSouth‘8 Cans C€mtI&& mthrtthey InsSt 

the substantial CBUBC tart for material c h g w ,  md arc, maetheles. rmonrble for BellSwtb to 





by BellSouth was at its highest (22)” and BcllSouth’s interatate accars nnoollcctibles WM 81 a 

twelve (12) par high (S67.982,000).11 As Bellsouth’s figures indicak, 2001 wan the peak for 

defaults and, for Carrias gcneraUy smnllcr thrn carrim auch aa Global Cmasing arui Worldcorn 

(lea8 than SS,M)O.OOO, as indicated on Table 2). uncollectiblas M well. During 2001. BellSouth 

alro mlnagcd to ge-ncrale ranarltable profits of appmxim.tely S4.2 billion. MI incmue of 22.3% 

ftom ZOOO.” But for the WorldCom and Global Crossing clpims rclMted by BellSouth, 

BellSouth‘s own data indicstes a d o m w d  trend for def- snd uncollectibles. Simply put, 

there ia 110 evidence Umt the cwsnt price cap regime OT d t y  dqoeit 13quimnmU need to k 

modified to provide BellSouth aud ita inv- with dditional ptectiom 

12. Mad, the informrtion provided by Bellsouth in *hit 2 to L DIncl b e ,  

damxumm that the nu@ ri& tht Bellsolnb m me& Collrmimon lmctid 

to guard am I-ly tbe d of two (2) cariar. -1y Global Cm=@ md 

WoddCom, @nut whom BellSouth allcgm a annbiasd claim mmnmt totdhg 3137,979,642. or 

uppmximaa~y 9 0 ~ / .  of ia bmhuptcy claim for 2002.~’ ladc~d, the rendning claim for ZOO2 

total only 314.669,651.“ BellSouth CBrmOt be permitted to puuih thc & iudustry for thc 

. . 



actions of the few. putieulsrly when these Carrias’ finamid dcmisc is nrrrocmdcd by a cloud of 

accusations of hud, by ahifling the normal rib of bwincaa 6urn BeUSwth’s duadmlda to its 

cllstomers. Momvcr, BcUSouth’s assertions of impendine losses. as a d t  of various 

bpnlrmptcy filings, an, 88 Bellsouth ackmwlcdg~, wt loascd.’~ Bellsouth rhnaat cmtainly has 

demanded payments and bas nrbactcd c u m  (lawfully or not) as a condition of unintanrpted 

WviCc ( l a d  or not). Indeed, other &era admit that thy have barn able to recover at lamt 

some portion of Pn-pcrition debts 6um canicnr such UI WorMcOm.“ 



from rnprltet riskn not already accouutcd for in the Mix cap regime. Despite BdlSouth’s 

assertion to the umtrary. instability in the teleeommunicatione industry tm been around sinw the 

1980s when the fh Bell monopaly was broken up. Since t h q  the miukct has a t p s r i d  

periods of p w t b  mud lm. BellSouth should not bc permitted now to guard agaiucd mmal 

&st changes it has suurssfully insuhtcd itself 6um for the last twenty (20) yow. 

14. Furthermore. the figures provided by BellSouth clearly irdiutc that tbe height of 

thc alleged problems Srsaiatcd with the grcatcsl numba of Competitive &as ( r m c o U ~ % l e s  

unda SS,OOO,OOO) wpll utudly in 2001, pll the number of dcfiultl alleged by BdlSouth is 0 ~ 1  

track to dmp dgui6dyin 2002.” Thus, ifconrmaFe did not grind toh.lt in 2001 -it did not 

- it is highlydoubthl thnt’%Ommacc would grind to r lml f ‘wbut thedom in 2002.m 

BellSouth allegsa.= 

8 



16. When asked by (be Commission for figum for individual defnult groups, 

BellSouth claims that it does not track data in the manna rcquestcd by the Canohion and 

could only “estimate individual defnults far the ranges requested by the Commiseion for its 

w h o l d c  customas only using datn it hns on bmlrruptciar a d  bad debt write ofha From this 

tack of information and effort, it is evident that BellSouth docs not cvcn h o w  how big the 

alleged problem thet it is  sctkiag Cornmisoion rssistmce to guard e t  actunlly is, or whether 

the existing tmiff provisions could not p r i d e  dlicicnt protectiom. Thc figum provided by 

BellSouth in iu Direcz Our in Table 2 dasnorurtrate that the nlrmba of custom= in dsfmlt in 

2002 (or b~~ving uncollectiilm) i rctwIly law thm hrlf the total for 2001. It .ppan III& tbc 

iacreasa, in urrcoI~cctiiles that Bsllsouth believes is reflective “of the uphrwl within the 

k 1 ~ & I i O L M  iad#Q‘,” llmnmt to M&&mOrerhrn Ll M C  dip h tbeb&llW8CyCk 

m 2001 (following a dramatic upswing in the bwiuess cyele) which d r d y  in comchg itaclfiu 

2002. 

17. Io iteMgn&m ckder. the conrmirsion d e  inquiria into BellSouth‘s billing 

and collsction prnctices, ac&Q to Mer rmdartmd n pot& re- thsm a d  

BellSouth’s alleged impsC in thc lcvel of uncolldbla?’ Inrterd of pmvidiq the 

Commirrsion with an explnnation of ita billing and collection and/or thc nccorntbg 

lrcabnat of m t e d  nmounb, ns requested, BellSouth chosc to avoid this r p c ~ i 6 ~  request snd 

instcad provided the Commiaaion with a vngue and ambiguous canpmiaon of its CABS md 

CRIS bilhg syrtcma. Notably, BellSouth readily amnits lhat it h.s mndc no c h a t  to ita billing 



sydems*' which surely is a main driver of iu cumnt accountiug d m m u e  realization 

problems." 

18. 'Iht information provided by Bellsouth also demonstrates thrt EeUSouth wuld * 

certainly take steps to speed payments bom coolpctitots and limit its exposure h m  put due 

payments. BellSouth d l y  admits it lake8 six (6) to scvcn (7) days from tbc time a bill is 

issued to the time BcllsoUth seadr it to a Although data oolleaad by NuVox h w a  

that it taka on average nesrly tm (10) days for it to receive its bills fmn Bellsouth, that in now 

no doubt that m e  mflerioua pmcaaw imide BellSouth eliminrte qproxiwtcly one (1) week 

of a customer's time to rcvicw and d e  pnymcab 011 BdlSoutb'i bilk BellSouWs bills IIC 

typically riddled with enas and revim of thac bih has baxrme a compItu time md mome 

consuming procau, (in fact, it has bwomo tm idustry). IfBelSoutb is d .bout timely 

receipt of payments from L cuetomas. &IISouth rhould &rive to issue bUr h t a  md molc 

~ e l i a b l y , t b u s p r o v i d i n g k ~ w i ~ m o n t i m e t o ~ ~ , ~ o p r y m ~ m d i r n s a r r r r y .  

~chrrgescontrinedthasin. 

19. Nmethelless. BellSouth hau sdditiond protectioM to emclioratc tb rinks 

associated witb delayed payments. Thcsc p t s c t i o ~  come m the form of Me payment cb.rga 



on delinquent payments at the rate of 1% per month (.000329 pr day) or 12% ~ m u a l l y . ~  It k 

precisely this mechiam that provides BellSouth with the necesmy protections in cases whm 

it actualiy extends credit to late- p a p .  

20. In the Designation &der, the Commission inquid  about M b l e  chpnges in 

customer behavior (which BdlSouth had at one point alleged) .nd rsqueatd tht Bellsouth 

provide it with the percentage of carria b i b  diquted, billed revenue dim d diapukd 

amounts adjuatd” BellSouth’s own data provided in Exhibit 1 indicatai that au die@ 

incrane in billingdinpute amounts is not occurriogin 2002. AcuWng to BcllSmWr drt* the 

rate of diaputa ha¶ bcm dmasing rioce tbchdgbt ofdirplltm m 2001.1’ uldathc tmm of 

thc trrier. cwtomem am prmiasd to dispute chmgw on thcir bib. In fact, it is ~4 urrmu.l Tor a 

cMialmda&IlSordh’rintsntlts mx44Diff todirprtc t ~ l w a l t y ~  0rmQIC ofthe 

a k q w  epehmmth In mold casc3,thedurpsin &iqutc~re fbmdtobe inthechlleaging 

u r r i u ’ s  favor. In fact, me member of the compstitive corlition oonduded a mey that 

rcvclid that it har bcen succca&l in its billingdiqmtea witb BellSouth grproamrte ‘ ly85%of 

the time?’ N ~ I ~ ,  the 6raqueocy pnd I 4  of  billing dispute chsdcngea ia not an indicrtor 

of en imeauc in BellSouth Moolloctibla. Rotha. it is likely a slrong iodicakn that &Ilsouth’a 

billing systcms may be contributing to a significant ovuntatcment of d revma by 

BcllSouth. 



21. The Commission also inquired into BellSouth’s billing of services in advance or 

in amars.” BellSouth’s Iimital rcsponsts provide evidence that &IlSouth rlrepdy has in place 

mom than the necessary protections to guard against risL of nonpaymenf. Awarding to Drnd 

Case Exhibit 2, for 2002, &IISouth bills 89% of its Savicca in edvpacc. This fiw has 

changed dramatically over the lspt five (5) ycpc11 with the pacontage of services billed in 

advance nearly doubling since 1998 whm BellSouth only billed 48% of its rwvices h a&~ance.~ 

That is inhaently lcss risk srrsociated with billing in advpnce than thcrc is maociatcd with 

billing in amrus. With mom billingn in ldvmcc th.n ever before, Bellsouth Boly is -6- 

kom its hi@cat 1-1 of protection dnw the mist@ d M t  provimorn wclc dopted 

’’ Direcf Cue1 13. 

Id. Exhibit2. 

Ouigmiitm Werf 14. I, 



h r k r  on canim against whom BellSouth hos claims of leru than $5,000,000, the wolIllt of 

Bellsouth‘s bmbuptcy claim would be fiuthm reduced to $8,851,392 (subtracting out the claim 

for Nmork Accm Solutions [S5,818,259] m ddib’m to the clnims aslociatd with WorMCom 

md Global Crossing). Thus, cvcn if BellSouth w a e  able to prove that it had l l l y  taken 

advantage of current tariff protectiorw aod ulcy had proven iM l l f k iemI .  Beusouth data do not 

show that there is a rampant and still growinepblm thntprevmts it fium accuriq ahulthy 

mte of return on its iIltetatntc saviccs. 

24. In sdditim, BellSouth’s assmion that the dtmmtiva, o f f d  to provide I 

&ty deposit. such as providing a d t y  intatst in a tangible faset or a fllray bond. would 



not constitute hmm to a cash stnppsd industry is wrongU Surety bonds and ldtm of c r d t  pc 

acpmsivc to maintain. 

25. The Commission rcqucsted that BellSouth “uplain how tach of thm factors 

[& by BellSouth to determine 8 customs's crcditworthi~] ie a valid prcdicclror of whcther 

the cania will pay its interstate access bill.’JP BellSouth has not danonstnted how my of the 

€=tom it proposes to usc to determine whether a security deposit will be required an valid 

predictors of the likelihood of a customer paying its ~ccc81 bill. Indeed, it fails to elahate on 

most of the individual el-ts it pmpw to utilize in its own tad. Aa stated inborn the Mny 

20, 2W2 Pdiriorr lo Rej& pnd the k3.26, 2002 Pation to RI$&, tbe criteria rktd to 

ddaminc crcditwo&iuess pr~vidm BellSoutb with too much NbjSaive dimetion in 

dctamining w h d k  or not to require ita cummen, moat ofwfmn arc dirsdC0mpSmar . with 

BellSouth in the Iwl a d  l o q  dktmce market, to provide Laamity Wt. h c d y  

md proposed. Bsllsollth can d l y  implement thc nlp~c aitair in a duarrmnrtory 

mticonqx&ivc msnn~. BellSouth may deom  control^ my we of the Mora, WrC its wboUy 

subjective grading of the cutomer’i management twm, or mly totally 011 Um opiniana of 

another, such M a Wall Smet evaluator, for a dcbt rcltiae, a tbe btuia for deccrrmnme .&ty 

. . .  

. .  

dcpomt htead of actual payment h i h a ,  which L what even m e  of the d e b  it pmpoca to 

use appear in rromcpptto be based omm 



26. In additioq BellSouth’s selection of the criteria and the m o l d  of a score of 5 

or Mer for not trigguing a security acposit, is totally arbitmy!’ BellSouth haa not provided 

MY justification as to why a score of 5 or less ia relevant to or indicative of I carrier’s lilelincd~ 

to cease payin8 BellSouth in a timely marmer. In fact. RAM scares for both BellSouth 

Corporation and BellSouth Long Dist.ncc. hc. C‘BSLD’) ac barely @IC. unda BcllSouth’s 

arbitray c u t - ~ f f . ~ ~  Thc Competitive Coalition. howcvcr, iinds it highly dikcly that BollSolah 

would impotx a aecurity dqomt OD BdISouth Carp. M BSLD or th~ they porc a nigai6cmt 

thnat of knpnynmt Notably. BCllSonth did not provide a complete .ppliation of ita 

creditworthineM aaaan to Bellsoutb Cop. or BSLD. BellsMlth’a . 8 a e e n  

inc lub  a number of otha factom inchding whpt auontidly amounts to a rcsmmb ’on of righ 

to take into ScCoMt whrtsva information it wanb - unrubrtmh.tad. * umshtodornot-into 

&%omt. Porcmnpl~ r&mt aadit &mgrndf!d for BellSouth corp. d t h e  - O f B S L D  

as a BellSouth Telaxmmut~idona automa auggut that, if these entiti- wolc . w i t h  

BellSouth Tdaxrmmuni~&i~~~~, they might not ppss the kat“ 

27. The CommirriOn camctly pomta out in ita Dargnotion order that Bsllsouth h~ 

not shown how the frctonr it will usc to dctcrmine the need fora llcEurity deposit pebcner 

indicetom of a customm*s ability to pay th.n a customa~s payment histmy.“ h itr ~ircf l  

Cme. BellSouth a& fails to demonatrate how the new criteria ac Mkr. Past paymmt 

histories arc easily measured and for rcpra have p v m  a solid indicator of a p e l  ability d 



willingness to pay its bills. If payments have been consistently made, the eustana’s payment 

history can then be uacd to dCtaniae when the sscurity deposit should be rchamd. 

. .  28. In the hignation Order. h e  Commiim inquired about payment charpcteneb c8 

of defaulting intcnnate mxas customm during the ycar prior to the niaay (90) day in Mdt 

and any other payment panens that may be idmtificd thpt would allow &llSwth to higen the 

security deposit nquircmarts ahcrdy in p l ~ e c ‘ ~  Instead of providing the CommirSion with 

specific information, BallSouth SMed that it “did not track custom= datu in this msnom,’’ 

providing only a cryptic aacrhon ’ t b t ‘ h t  cxpaiarce is that there is little time betwaen a 

customs defaulting on its bills pad amking bankruptcy protbction.’“ Ha, the cbmmum . -011 

6 thm SU- itre- Ben- limply 

cgentialyhaa asked BellSoutb to mbstmti.ts ita claim tba~ the aritstingdqwit pvkwnr hvs 

b&n uwd .nd i~ fsiiad taprow - 
ISb the Commi- to take ita word m plree of kt. Obviourly. umre mmpdiug evidmce 

should be repuimdto upcad rrcgimethat hrr worlrsdwell for app~~ximatelyhrmty 

29. F d y ,  the Commkaion also inquiredabout the level of ~ ~ ~ ~ U s c b ‘ b l S s  of other 

regulated utifitics or the broader aarlre(P1pn. and what they do to Imam the risk of defnult. 

Though ~ u a t a l  to do EO, BellSouth opted not to rcapond to these inquiriw. 

30. RccogniniZing the concerns of the cmnmcutas. the Commission quertioncd thc 

reasonnblencss of BellSouth‘s policy on deposit refunds.“ In its Dfrecr Care. BallSouth fnib to 

demonstrate thst ita refund policy, ps proposed in its tariff revisions, is r d l c .  la a time 

“ Id.116. - DLcflchcn18. 



where working capital is scarce and the availability of additional investmrat capital is d y  

impossible for carriers to secure. it is reLsolloble for BellSwth's intusrate acccllo cuatomm to 

want to govm their conduct in a manner that will e m r e  that they will w i v e  hair security 

depoait back upon meeting a set threshold. such as making timely payme~ts for a twelve (12) 

month paiod. Othdse,  canicr customas can never count on a refund of a sacurity dqosit 

amount nod it beam- a matter entircly embusted to the unilwnl disaetion of a direct 

canpaitor, BellSouth. Without rn unmbiguolu deposit rehd thrwhold, Bcllsoulh'8 propwed 

deposit rrfund policy ia uumewmble. 

C. Dbpntet l lnt loni  

32. As the commcntm have statal in the record, the Commission a h  wmtb 

pints out that the requirement that the losing party pay all of the arbitration costs could 



significantly alter ihe balance between BellSoulh and its clutomcr” Bellsouth’s statanent and 

suppolting arguments thnt the requirement that the l o a  puty pay the arbitration costs does not 

alia the balance baween BellSouth snd the customer is  w ~ ~ s c ~ ~ o e . ~  Mlny Clrricr~. w h a  fnoed 

with the possibility of paying not only for their own atfomcy’s preparation, P cost which they cpll 

‘limit” by Sming a budget, but dm Bellsouth’s attomcy feu a d  yrcplration cuats, which could 

be ~ d c n ~ b l y  higher. migbt not wan bring a dispute agpinat BellSouth, despite their likelihood 

of SUCCCM.)’ BellSouth carmot be PQmittSd to SeeL from the commww, . ‘naamctnmd ’ M  

of a &a’s right to b a d  on the pot~tid coats sssaiued with tbc ”k pap” w. 



at the dins roqumt of the arbifntor, &all bc bomc equally by the 
parities. d w s  hey agree othcnvise OT unless the atitrator in the 
awlad am- such nrprma, or any part thacof against my 
specified paty or parties. 

This rule nlso does not support the proposition that the "losinp party pays" for all of the costs 

associated with the nrbitdion. an BellSouth clainn it  docs. Rather. the rule, which allows for the 

parti- to "agree otherwise" is with rapct to the orbinator's cats; it has nothing to do with (be 

losing puty paying thc w h b g  party's coat, i d  during tbc arbitration. The commission 

should not allow BellSouth IO ovenide this particular AAA rule (tmd othc? qplicable des) a# it 

has sought to do with its "loning party pap" provision. 

D. Applk.th of Rmbd Dcporlt Rcqmhmembr om Trrm P h  CutOwrr 

35. ThrOugJmut its Direct Case. Bellsouth nacrIs thDt the Mmis ianr  it pmpored 

are "minor" and thus will not have a significant impact on BellSouth's tam p h  or otha 

Designation Ordm 1 27. 

Id 11 



customms.” n e  faa thnl ~ e ~ l ~ o u t h  filed vpriotione of its proposed kff revisions thra times 

with the Commission indicates that BellSouth clearly is mti.ipatins mom thsn a minor bcncfit 

from their imposition. Indeed, if the proposad cbpnga, w m  80 m h r ,  Competitive Codition 

members would have not challenged them €ram the begianing. spending conaiderabk time and 

money to pmremt their implemmtation. Clearly. the frt  that EO m y  pptica submittal a 

Prririon fo Rejec: or, in the Alternatiw, Swpend and Imwtigalc, the t k t  that Bellsouth filcd 

them mrisions multiple timed with thc Commhion, and the fact tht the Commission kwal its 

Surpnrim ordv. indicate that thac changes IUC not minor but nthapre mbamtirl c h a p  

that could have a h a t i c  and debiituting &ax on BellSouth‘r cmnpdtora md the broader 

telearmmumicztionrr llldutpb. 
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